CZ MIT comments the Pre-consultation on “Energy Regulation: A bridge to 2025”
We treat the majority of considerations and issues submitted for solution in consultation papers as relevant.
Our statement described bellow is based on our experiences with the electricity and gas markets in the Czech Republic and in the CEE region. Some of the particular conditions are as follows:

· CZ has fully implemented the 3rd legislative package.

· The electricity system operates as a part of the extensive meshed grid with strong interconnections all across the border with adjacent states.
· TSOs cooperate in “TSO Security Cooperation”  platform (TSC – see www.tso-security-cooperation.eu)

· CZ belongs to the group of more successful MS ranked according the rate of customers who switched their electricity or gas suppliers.
· The trilateral Market coupling (3MC CZ-SK-HU) has been successfully implemented and the development of the electricity market continues (4MC CZ-SK-HU-RO).

· CZ has long term experience (tens of years) with utilization of demand side flexibility by means of Demand side management (DSM).
· Grid tariffs are traditionally structured, i.e. they are composed from the fixed and variable part.
· Installed capacity of the intermittent electricity generation from RES almost reaches  the limit for controllability of electricity system at present technical conditions.
· Financial burden of electricity imposed to the customers is very high which is a result of existing RES subsidies and thus significantly contribute to hampering the competitiveness of the whole electricity intensive industry even inside the EU.

Within the National action plan for Smart grid implementation (NAP SG) we approach several similar topics to those mentioned in the consultation documents.

We agree with the idea to deal with the future regulatory framework. It is necessary to utilize the existing experience and also take into consideration functioning of the 2014 energy market target model including each grid code.
When predicting future development and considering how to respond is important to avoid
· overestimation at any possible measure,
· frequent changes of conditions for market participants and especially regulatory changes.

Therefore we find very important to implement IEM and to let grid codes work enough long period of time before next decision about the change of this market model is done. So far, it has not been verified how the market model will operate within implemented grid codes.
Consideration about future framework shall
· save as much possible space for the market functioning and restrict regulation significantly; optimization of   market participants behaviour and costs in the long term run cannot be ensured solely by regulation , but by non-distorted market ;

· respect costs of particular measures and implement measures only in the scope which will bring real benefit for particular market participants; only those  measures that really viable from the financial and technical perspective shall be considered.
· It is crucial to find a balance between benefits for market participants and spent cost for the fair operation of the market and also regulatory framework. The technology will undoubtedly offer benefits to particular types of market participants, which they do not have now, or have it only partially. It is necessary to approach technological changes and functionalities for market participants with the assessment their suitability and not only based on the recommendations submitted by technological companies.
· It is necessary to take into account that all costs in energy sector will be finally paid by the final customers. Therefore it would be fair to ensure that the share of the costs paid by each segment of customers shall be calculated depending on the benefits for the particular segment. Equal division of costs, regardless to obtained benefits is inadmissible. It is necessary to take into account that the retail market is not and will be not uniform. It will always contain various segments that will be different in terms of customers´ interest in participation on the market, despite to the equal or similar pattern of consumption.  Some customers prefer the price confirmed in advance for the whole delivery period (despite it is higher) instead of the chance decrease the price of his supply, but with the risk he can fail. This applies also to the big customers now. Such behaviour weakens the link between wholesale and retail prices.
· Getting some benefit is not always necessarily linked with spending high costs. E.g. the installation of Smart meters or Smart grids implementation is not a pre-condition for smooth switch of supplier by customers – households or SMEs. The CZ case shows  that more important are these factors:
· clear, unambiguous, understandable and enforceable rules, accompanied by efficient procedures provided by Market Operator and DSOs – including fixed maximal time-limits,

· customer awareness including advisory support by NRA and other independent bodies (e.g. including publicly accessible comparison of tariffs and prices of different suppliers).
· The technology will undoubtedly offer the possibility to get, transfer and process the quantity of data that is not common nowadays. It is necessary at the early stage for design of future improvement of the system, to reasonably assess and select only the really necessary information that will have real use, e.g. .for:
· DSOs at the control of distribution grid. For the grid control DSO doesn’t need detailed information in real time about the particular consumption at each individual consumer.
· Consumers – households and SMEs – will use various methods for optimizing their behaviour and according to their choice they will need check various data and various quantity of data in time period. For initial optimizing and periodical update (e.g. monthly) much lower data quantity will be needed compared to the on-line optimization at the delivery point. In case of on-line optimization consumer makes significant investment at the beginning.
· The regulatory framework should differentiate between functionalities for particular market participants and in compliance with this it shall set up the shares of costs of whole system. For example, the data used by DSOs and useable by any third party for offering services to particular customers´ segments shall be distinguished from the data (and costs) of other consumers.
· Protection of personal data is highly important topic. Dealing with personal data is already regulated (usually by more general law than by specific energy law) ant this activity should stay regulated.

· Another topic is the cyber security. Investment into the new functionalities cannot make system vulnerable and decrease by this way the security of supply (SoS).

· Technical limits at some measures shall be taken into consideration. For example, the Demand Side Response, as the measure for increase of immediate flexibility in distribution grid (decrease or increase demand) will be available only in the scope related to actual level of consumption. The Demand Side Response can continually operate only for a limited time period, i.e. the shift of consumption (decrease or increase demand) is only for hours or tens of hours. The shift for the longer period (a week or longer one) is not realistic. The price volatility can help to the appropriate response from the consumer side, but it cannot change the peoples´ life rhythm if price of electricity is affordable.
· Regulatory conditions for electricity and gas sectors should allow complementary operation of both markets. Both markets can supplement each other only up to certain level. It is necessary to have in mind possible crisis situations. In the past the crises situations showed difficulties caused by longer time period of frosty weather or by outages of interconnectors.
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